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ting expansion could take the form of increases in personal con-
sumption, private investment and public expenditure for domestic
ends as well as for foreign aid to the developing countries. The task
of economic policy would be to ensure an expansion in other
sectors which would offset the decline in military expenditures.
Since the Great Depression, considerable advances have been
made in solving the problems involved in maintaining effective
demand in the private enterprise economies. The United Nations
group of experts, drawing attention to this aspect, stated in their
Report :
"Member countries are pledged under the United Nations
Charter to maintain full employment. A number of Govern-
ments have further undertaken, in national statements of
policy, to adopt measures toward that objective. The instru-
ments available for the prevention of any substantial fall of
demand are well known. Their relative merits, however, vary
widely from one country to another and from one time to an-
other because of differences in institutions and attitudes"
(paragraph 77).
The various instruments of policy that could be used to sustain
the level of economic activity include the reduction of income
taxes and indirect taxes on mass consumption goods, measures to
stimulate investment, reduction of public debt, and expansion of
government expenditure. Analysing the relative merits of these,
the experts concluded that "disarmament need not therefore
increase the difficulty of economic stabilization in the industrializ-
ed private enterprise economies" (paragraph 85).
In the centrally-planned economies, the major economic deci-
sions concerning consumption, investment and public expenditures
are coordinated through a central plan. The maintenance of the
level of economic activity during <the processes of conversion in
these countries would therefore "be simply a matter of economic
efficiency of planning techniques" (paragraph 91). One form of
expenditure, for instance military outlays, could be substituted by
other forms, such as investment, consumption, and foreign as-
sistance. The precise manner of allocating resources among these
forms would be determined by "the physical adaptation of plants

